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The National Bureau of Statistics (NBS) reported that Nigeria’s
Chart 1: Real GDP Growth (%) Gross Domestic Product (GDP) expanded by 2.98% YoY in Q1:2024
to NGN18.28tn, compared to 2.31% YoY and 3.46% YoY in
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Q1:2023 and Q4:2023, respectively. The expansion is attributed to
10.00% | the growth in non-oil sector (+2.80% vs. 2.77% in Q1:2023) and

modest growth in the oil sector’s output, +5.70% YoY (better than
the contraction of 4.21% in Q1:2023 but lower than 12.11% in
Q4:2023. The moderate increase in the oil sector’s output was
owed to a slight uptick in crude oil production volumes during the
period (1.57mbpd vs 1.51 in Q1:2023 and 1.55 in Q4:2024) while
-10.00% | the non-oil sector’s advancement was driven by the impressive
performance of the financial and insurance sector (+31.24% YoY
vs. 21.37% in Q1:2023). Oil contribution to GDP climbed to 6.38%

0.00%

2000% = _ | compared to 6.21% in Q1:2023 and 4.70% in Q4:2023. Notable
Q123 Q3:23 ai:24 activities with strong contributions to the real GDP include
Source: NBS, Meristem Research Agriculture (+21.07%), Trade (+15.70%), Information &

Telecommunication (+14.58%), Financial and Insurance (+6.35%),
Real Estate (+5.20%), and Construction (+4.01%).

Oil Sector to Maintain Growth Trajectory

Chart 2: Oil Production (mbpd) (RHS), and Average Oil Nigeria’s oil sector sustained its growth trajectory, recording its
Price (USD/bl) second consecutive quarter of expansion with a 5.70% YoY increase
in Q1:2024. Average production volume rose by 3.97% YoY during
the period to 1.57 million barrels per day (mbpd), compared to
90.00 7 200l 151mbpd in Q1:2023 and 1.55mbpd in Q4:2023 (per NBS
estimates). The increase is attributed to the Federal Government’s
efforts to address operational spillage from vandalism and oil theft.
80.00 F Initiatives such as the introduction of Alternative Crude Oil
Evacuation Systems (ACOES) have enhanced crude oil transportation
1 1.00] methods. However, production remained under pressure due to
ongoing oil theft and vandalism activities, which targeted critical
infrastructure like the Trans Niger pipeline, as well as maintenance
activities at various terminals during the period.
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Moving forward, we expect a significant increase in oil production,
Apr-23  Jul-23 Oct-23  Jan-24  Apr-24

driven by several positive factors. The reopening of previously
maintained terminals, the repair of the Trans Niger pipeline, and the
resumption of production at the Awoba terminal - which is expected
to add approximately 360,000 barrels of oil per month - could all
contribute to a boost in the country's oil output. Furthermore, the
Federal Government's recently introduced fiscal incentives designed
to optimize contracting costs & timelines, eliminate leakages, ensure
compliance with local content requirements industry and attract
investments into the Nigerian oil and gas sector could yield medium
to long-term benefits. Additionally, the 9-month licensing round for
12 oil wells, set to commence in Q2:2024, could promote global
collaboration and as such, provides a promising outlook for the
country's oil sector.

Source: NBS, Meristem Research
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Cautious Outlook for the Non-Oil Sector
Amid High Policy Reforms

In Q1:2024, the high interest rate environment and policy reforms

Chart 3: GDP Growth by Sector hindered growth in sectors like manufacturing and telecommunication.

——p Manufacturi IcT
T;Qg acturing —> Agriculture Consequently, non-oil GDP growth slowed to 2.80% YoY in Q1:2024,
— Financial Services compared to 3.07% in Q4:2023 and 2.77% YoY in Q1:2023. Despite
12.00% ¢ 4 40.00% L . . . \
remaining a major contributor to total GDP, the non-oil sector's share fell
t0 93.62%, its lowest level since Q1:2022.
8.00% F
4 30.00%
The Agricultural sector logged its lowest growth in four quarters at 0.18%
4.00% YoY (vs 0.90% YoY in Q1:2023 and 2.13% YoY in Q4:2023), owing to
= >~ 1 20.00%| persistent bottlenecks plaguing the country’s food sector, such as
0.00% — L L . insecurity in major food-producing areas. While government subsidies on
agricultural inputs and the recent initiative on year-round cropping (for
-4.00% L 4 10.00%| select products like rice, maize, and soybeans) offer promising opportunities,
Q1:23 Q2:23 Q3:23 Q4:23 Q1:24 our 2024 outlook for Nigeria's agricultural sector remains tempered.

Persistent insecurity and infrastructural challenges are likely to hinder the

Source: NBS, Meristem Research sector's expansion capacity in the near term.

Despite elevated expenses and high borrowing costs during the period, the
Manufacturing sector was resilient, expanding by 1.49% YoY (vs 1.61% in
Q1:2023 and 1.38% in Q4:2023). Specifically, expansions in the food,
beverage & tobacco (+2.62%), chemical & pharmaceutical products
(+2.55%) and cement (+2.05%) sectors were offset by declines in textile,
apparel & footwear (-1.75%) and oil refining (-33.38%) sectors, amongst
others. Owing to the high-interest environment, increased electricity tariff,
and the ongoing Naira depreciation, we foresee growth in the manufacturing

Chart 4: Contribution to GDP by Sector
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100.00% r sector to remain moderate in the near term.
Similarly, the ICT sector continued to underperform in Q1:2024, growing at
its slowest pace since Q4:2021 by 5.43% (vs 6.93% in Q4:2023 and 6.69%
in Q1:2023). Given the nature of the sector, currency depreciation and
50.00% high borrowing costs deterred CAPEX investments and system upgrades

during the period. Also, the impact of the increased demand for
connectivity and data was dragged by a decline in subscriber base (-2.41%
to 219mn from 224mn as of Q4:2024). In the near term, our outlook remain
modest. While a growing digital appetite will sustain growth, further Naira
depreciation and the mandatory implementation of NIN-SIM linkage by

0.00% telcos (which will lead to a decline in subscriber base) could hamper output.
Q1:23 Q2:23 Q3:23 Q4:23 Ql:24

Source: NBS, Meristem Research The financial services sector continued its growth path in Q1:2024, driven
by higher interest income, FX revaluation gains, technological and digital
advancements, and increased underwriting profitability. As a result, the
sector expanded by 31.24% YoY, compared to 21.37% and 29.78% in
Q1:2023 and Q4:2023, respectively. We maintain a bullish outlook on the
sector's performance in the near term, although this remains contingent on
the CBN's policy direction.

Ultimately, on the back of improved oil GDP and resilience of the non-oil
sector, we project a GDP growth of 3.20% YoY in 2024FY.
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Important Disclosure

For U.S. persons only: This research report is a product of Meristem Securities, which is the employer of the research analysts
who has prepared the research report. The research analysts preparing the research report are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analysts are not subject to supervision
by a U.S. broker-dealer, and are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by Meristem Securities only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

Legal entity disclosures

Meristem Securities Limited is a member of The Nigerian Stock Exchange and is authorized and regulated by the Securities and
Exchange Commission to conduct investment banking and financial advisory business in Nigeria. However, the company through
its subsidiaries carries out stock broking, wealth management, trustees and registrars' businesses which are regulated by the SEC
and ICMR.

Copyright 2023 Meristem Securities Limited. All rights reserved. This report or any portion hereof may not be reprinted, sold or
redistributed without the written consent of Meristem Securities Limited.

Corporate websites: www.meristemng.com, www.meristemwealth.com, www.meristemregistrars.com

Meristem Research can also be accessed on the following platforms:
Meristem Research portal: research.meristemng.com

Bloomberg: MERI <GO>

Capital 1Q: www.capitalig.com

Reuters: www.thomsonreuters.com

I1SI Emerging Markets: www.securities.com/ch.html?pc=NG

FactSet: www.factset.com

IMPORTANT INFORMATION: DISCLAIMER

Meristem Securities Limited (“Meristem’’) equity reports and its attendant recommendations are prepared based on publicly
available information and are meant for general information purposes only and it may not be reproduced or distributed to any
other person. All reasonable care has been taken to ensure that the information contained herein is not misleading or untrue at
the time of publication; Meristem can neither guarantee its accuracy nor completeness as they are an expression of our
analysts’ views and opinions.

Meristem and any of its associated or subsidiary companies or the employees thereof cannot be held responsible for any loss
suffered by relying on the said information as this information as earlier stated, is based on publicly available information,
analysts’ estimates and opinions and is meant for general information purposes and should not be construed as an offer to buy
or sell or a solicitation of an offer to buy or sell securities or any financial instruments. The value of any investment is subject to
fluctuations, i.e. may fall and rise. Past performance is no guide to the future. The rate of exchange between currencies may
cause the value of investment to increase or diminish. Hence investors may not get back the full value of their original
investment. Meristem Securities is registered with the Securities and Exchange (SEC) and is also a member of The Nigerian
Exchange Group (The NGX). Meristem Securities’ registered office is at 20A Gerrard lkoyi, Lagos, Nigeria. Website:
www.meristemng.com; Email: research@meristemng.com. © Meristem Securities Limited 2024.
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